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TO: Supervisor Don Knabe, Chair
Supervisor Gloria Molina
Supervisor Mark Ridley-Thomas
Supervisor Zev Yaroslavsky
Supervisor Michael D. Antonovich

William T Fujioka, Chief Executive Officer

FROM: Dean C. Logan, Registrar-Recorder/County Clerk
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REPORT ON BOARD MOTION OF JANUARY 13, 2009 REGARDING REAL ESTATE FRAUD
NOTIFICATION AND PREDATORY LENDING

On January 13, 2009, by motion of Supervisor Ridley-Thomas, your Board directed the
Registrar-Recorder/County Clerk (RR/CC) to:

1. ...expedite the completion of the Memorandum of Understanding with County law
enforcement agencies, namely, the Sheriff's Department and the District Attorney’s
Office, within 30 days, so investigators may access real estate transaction records
directly to shorten investigation time and utilize resources efficiently when conducting
research and investigation into allegations of criminal activities and real estate fraud,
and

2. to report back in two weeks, in conjunction with the Department of Consumer Affairs, on
the feasibility of instituting a mechanism where notification, including foreclosure
prevention options and resources, are provided to the homeowner on record when a
Notice of Default is recorded with the Registrar-Recorder Office...

Memorandum of Understanding

The draft Memorandum of Understanding (MOU) for law enforcement agencies is in the final
stages of review by County Counsel. Agreements with the Sheriff's Real Estate Fraud Unit and
the District Attorney’s Real Estate Fraud Prosecution and Investigation Unit will be completed
and executed by February 12, 2009. All other pending applicants have been informed of the
process and agreements will be completed timely.
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Current Real Estate Fraud Notification Program and Law

The RR/CC’s existing real estate fraud notification program, authorized pursuant to Government
Code sections 27297.6 (D) and 27387.1, allows the RR/CC, or an agent through a competitive
bid process, to notify by mail within 30 days the party or parties executing the document of the
recording of a deed, a quit claim deed or a deed of trust affecting their real estate. These
sections were specifically enacted to give the Los Angeles County Recorder the power to issue
fraud notifications and collect a fee upon document recordation. In general, existing State law
for recorders throughout the State does not allow for, or provide recorders with, the duty to,
notify the public of certain transactions other than by maintaining indexes of records. The
RR/CC's current notification service is contracted to a third party vendor and is funded through
the document recording surcharge on the referenced instruments as authorized by Government
Code section 27387.1. This section does not allow for notification or application of a surcharge
when a Notice of Default is recorded. Legislation would be required in order for the RR/CC to
provide notification and charge for the service. There is no legislative authority for the RR/CC to
perform any follow-up with homeowners concerning foreclosure prevention options and
resources, through contract or another County department.

Working with the Department of Consumer Affairs and the Chief Executive Office, the RR/CC
recommends the County consider seeking legislation expanding the existing real estate fraud
notification program to include application of the surcharge and notification of the filing of Notice
of Default instruments, as well as the ability to delegate follow-up with homeowners relating to
foreclosure prevention resources. As with the original authorizing legislation, we recommend
any proposal of this nature be specific to Los Angeles County to avoid organizational opposition
from jurisdictions that are not in a position to provide these services.

Process for Discovering Property Owners and Tenants Subject to a Notice of Default

Typically, the Notice of Default document does not list the physical address of the property; the
nature of the document itself requires a different model of notification than that provided for in
the current real estate fraud notification program. The RR/CC can provide the Department of
Consumer Affairs or another appropriate agency with access to the images of all Notice of
Default instruments filed; however facilitating a notice to the property owners would require
manually referencing back to the recorded Deed of Trust in order to determine ownership and
addressing information.

Board staff has also inquired about the ability to notify tenants, in the case of rental properties,
of the filing of a Notice of Default. We are unaware of any source database of tenants or rental
properties; however, any mechanism developed to identify the residence address for properties
subject to Notice of Default as described above may support the development of a program that
would allow the Department of Consumer Affairs or some other appropriate agency the
opportunity to send an “occupant” notice to the property address once identified.

For reference, a new State Law was implemented last year (SB 1137) which requires the
Lender to notify the Trustor, on loans secured between 2003 and 2007, by phone and mail prior
to recording a Notice of Default in an attempt to provide options to the property owner to prevent
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or halt foreclosure activity. This law requires the Lender to include a confirmation statement on
the Notice of Default, indicating whether or not contact was made with the Trustor. A Notice of
Default can be recorded 30 days after notification occurs or was attempted.

Following are statistics for the number of Notice of Default instruments recorded in Los Angeles
County between 2003 and 2007:

2003: 21,316
2004: 16,526
2005: 16,730
2006: 26,296
2007: 53,422

In 2008, the number of Notices of Default grew to: 84,798.

Conclusion

In summary, | have identified general actions necessary to establish a notification program to
inform property owners (and potentially tenants) of property subject to foreclosure that such
action has been initiated. Legislative authorization will be needed for the RR/CC to provide
notification and a recording surcharge to fund such a program, as well the delegation of
authority for the surcharge to be applied to follow-up with homeowners concerning foreclosure
prevention options and resources, through contract or another County department. In addition,
a cross-referencing methodology for identifying property owners and physical addresses for the
affected properties is required and will need to be developed. Upon Board direction, the RR/CC
will cooperate with the Department of Consumer Affairs and the Chief Executive Office and
report back on the feasibility of any program as directed by your Board.

ce; Executive Officer, Board of Supervisors
Director, Department of Consumer Affairs
County Counsel
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From: William T Fujioka

Chief Executive Officer

STATUS OF FORECLOSURE/FRAUD PREVENTION MIOTION

A motion was introduced, and approved, at the January 13, 2009 Board meeting

requesting:

o Community Development Commission (CDC) to report back in one week

regarding the status of county’ application with HUD and State
Neighborhood Stabilization Programs.

Registrar Recorder County Clerk (RR/CC) and Consumer Affairs (DCA) to
report back in two weeks on notification to homeowners and apartment
dwellers and use of RR/CC Vital Records system by the District Attorney
(DA), Sheriff, etc. for law enforcement efforts.

Chief Executive Office (CEO) to report back in 30 days on County multi-
jurisdictional, public and private efforts to address crisis, including
exploration of creation of a countywide approach and task force to identify
ways to prevent fraudulent loan practices and assist affected
homeowners.

A verbal amendment to motion specified that actions in this motion were
not to diminish the effectiveness of the existing District Attorney Real
Estate Fraud Prevention Program.

CDC released their response on January 20, 2009. RR/CC released their response
(incorporating DCA and County Counsel comments) on January 27, 2009. The RR/CC
report identified actions necessary to do a notification program (legislation needed and
a funding stream identified).

Please Conserve Paper — This Document and Copies are Two-Sided
Intra-County Correspondence Sent Electronically Only
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DCA has been meeting and responding to questions from Supervisors’ offices
individually regarding current programs and outreach to communities.

The CEO contacted the Assessor, RR/CC, Chief Information Office and Internal
Services Department to determine who had the best database for creating maps of
foreclosed properties in each Supervisorial District. We plan to use the Assessor’s data
and have asked the GIS unit to create the maps for each district.

The CEO has scheduled a major interdepartmental meeting for February 17, 2009. We
have also requested DCA to invite key contacts from State, Federal and other agencies
to the February 17 meeting. Other agencies which DCA has recommended be part of
the meeting include the State Attorney General, State Department of Real Estate, State
Department of Corporations, US Federal Trade Commission, the FBI Mortgage Fraud
Squad, and the Los Angeles City Attorney’s Office.

DCA is working with the CEO to develop a proposed plan to address key aspects of the
motion. The draft plan includes a three-part approach: outreach and education; central
reporting and complaint handling; and Investigation and prosecution. DCA and the
CEO are assessing the operational and fiscal feasibility of the plan and will get input
from County and other public agency representatives at the February 17" meeting.

The DA has a Real Estate Fraud Task Force set up for County departments to share
information. We plan to coordinate our efforts with this group. The Task Force has the
following membership:

Los Angeles District Attorney
Sheriff

RR/CC

DCA

CA Dept. of Real Estate

CA Dept. of Corporations

Los Angeles Police Department
Long Beach Police Department
Inglewood Police Department
Federal Bureau of Investigation
Internal Revenue Service
District Attorney representatives from Orange, San Bernardino and
Riverside Counties

O OO0 O0OO0OO0O0OO0OO0OO0OO0OO0
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We request a one month extension on the due date for the response to the motion as
we will need to incorporate comments from other agencies into the DCA draft plan. We
also need to meet with the non-profit and other groups that can assist with the
education and outreach component.

If you have any questions or require further information on this maiter, please contact
Ellen Sandt, Deputy Chief Executive officer at (213) 974-1186 or
esandt@ceo.lacounty.gov.

WTF:SRH:EFS
SW:ef

C: Assessor
District Attorney
Sheriff
Chief Information Office
Community Development Department
County Counsel
Department of Consumer Affairs
Internal Services Department
Registrar Recorder/County Clerk

K:\Board Memos\CEO Board Memos Word\02.12.09 BM_OPS_Foreclosure and Fraud Status Memo.doc
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To:

From:

Supervisor Don Knabe, Chairman
Supervisor Gloria Molina
Supervisor Mark Ridley-Thomas
Supervisor Zev Yaroslavsky
Supervisor Michael D. Antonovich

William T Fujioka
Chief Executive Officer

Board of Supervisors

GLORIA MOLINA
First District

MARK RIDLEY-THOMAS
Second District

ZEV YAROSLAVSKY
Third District

DON KNABE
Fourth District

MICHAEL D. ANTONOVICH
Fifth District

REPORT AND RECOMMENDATIONS TO ADDRESS FORECLOSURES AND REAL
ESTATE FRAUD

On January 13, 2009, your Board approved a motion by Supervisor Ridley-Thomas,
amended by Supervisor Antonovich, which directed the Chief Executive Officer (CEOQ)
to report back to the Board on a County multi-jurisdictional, public, and private effort to
address the foreclosure and real estate fraud crisis including the feasibility of creating a
Real Estate Fraud/Predatory Lending Task Force and the development of a
comprehensive Countywide approach to reviewing the impact of real estate fraud, with
an emphasis on predatory lending practices, including:

o ldentification of issues pertinent to the County and its residents and their fiscal and
social impact;

e Recommendations on how to address these issues;

e Forecasting the needs of homeowners, renters, residents, communities, social
services providers, and businesses;

e Recommendations on the outreach and public information efforts to communities,
education of the public, including financial literacy courses, counseling services, and

assisting homeowners with loan modifications to prevent foreclosure;

“To Enrich Lives Through Effective And Caring Service”

Please Conserve Paper — This Document and Copies are Two-Sided

Intra-County Correspondence Sent Electronically Only
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e Review of the function of Sheriffs Department detectives, District Attorney
Investigators, and Investigators with the Department of Consumer Affairs and any
recommendations for streamlining or consolidating functions;

e Recommendations on the composition of the members of the Task Force, to
possibly include representatives from, but not limited to, the Federal Trade
Commission, the Federal Bureau of Investigation, the US Attorney’s Office, the State
Department of Real Estate, the State Department of Corporations, the State
Attorney General's Office, members of the County family, and other municipal
agencies, as well as non-profit agencies, advocacy groups, and educational
institutions; and

e Pursuant to the amendment by Supervisor Antonovich, ensure that the real estate
foreclosure and fraud program is supported in a manner that does not diminish the
effectiveness of the existing “Real Estate Fraud Notification Program” implemented
by the County of Los Angeles as a result of special legislative authority in 1993.

In response to this direction, the CEO convened two interdepartmental meetings: one
including State and Federal agencies to discuss the approach to the Real Estate
Fraud/Predatory Lending Task Force (Task Force); and a second with non-profit
organizations which focused on homeowner assistance and outreach. Based upon
these meetings and with the input of the District Attorney (DA), Sheriff, Department of
Consumer Affairs (DCA), the Registrar-Recorder/County Clerk (RR/CC), and County
Counsel, the CEO has compiled information and recommendations regarding how the
County can best move forward to provide strategic, effective assistance to homeowners
that face foreclosure and/or real estate fraud.

The following recommendations are the result of this process and are more fully
discussed in Attachment A. These recommendations will serve to enhance the existing
Real Estate Fraud Notification Program implemented by the Board of Supervisors
pursuant to special legislative authority enacted in 1993.

1. Instruct the CEO, affected departments, and the Sacramento advocates to work with
the Los Angeles County delegation to seek legislation to expand the County’s
existing real property transaction notification program to:

a. Authorize the County to charge a fee for the recording of a notice of default, or
notice of sale, as well as for recording a deed, quitclaim deed, or deed of trust;

b. Increase the maximum allowable fee for recording each type of real estate
transaction documents from $7 to $9;
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2.

c. Authorize the County to provide a notification to homeowners and renters upon
the recording of a notice of default, or notice of sale; and

d. Permit the County to utilize revenue generated by the real estate transaction fees
for assistance to homeowners who receive a recorded document, public
outreach, and education, as well as notification.

In anticipation of the enactment of the legislative proposal, direct the CEO, DCA,
Community Development Commission (CDC), and other departments, as
appropriate, to work with 211 Los Angeles County and community-based
organizations and non-profits to review and enhance existing publications produced
by DCA and develop new publications as necessary to provide easy to understand
educational fliers, Public Service Announcements, and other outreach materials to
assist the County’s residents and businesses to avoid real estate fraud and
foreclosure. Upon identification of funding, these materials will be translated into the
six non-English languages required by the Federal Elections Law: Spanish,
Chinese, Japanese, Viethamese, Tagalog, and Korean.

. Recognize the existing District Attorney Real Estate Fraud Task Force (REFTF) as

the County entity to address real estate fraud issues in Los Angeles County. This
Task Force was initially convened and is still chaired by the DA. It has been meeting
monthly since the mid-1990’s. Its original and current purpose is to share
information about current real estate fraud trends, facilitate investigative efforts
between members of the public and law enforcement, and provide a forum for public
agencies directly linked to victims of real estate fraud to share information. Because
of the well established purpose and credibility of the REFTF, as well as the
sustained participation by key agencies, it is recommended that the REFTF be
formally recognized by your Board as the County’s multi-jurisdictional task force to
recommend policy direction and continue collaboration around the prevention of real
estate fraud.

. The proposed legislative changes will permit the County to improve notification to

homeowners, renters, and others; and to conduct public assistance and outreach in
the area of real estate fraud and foreclosure by adding notices of default and notices
of sale to the recorded documents that the County may charge a fee to record;
authorize the County to provide notice to property owners and renters of notices of
default or sale; increase the ceiling for the fee that the County may charge for
recording real estate transaction documents from $7 to $9; and permit the fee
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revenue collected pursuant to the program to be used for assistance to
homeowners, renters, and others who receive a notification, public outreach, and
education including translation of materials into the six non-English languages
required by the Federal Elections Law: Spanish, Chinese, Japanese, Viethamese,
Tagalog, and Korean. A fee increase for the homeowner assistance, education, and
outreach program may not be initiated, however, unless the legislation is enacted.

In addition to these recommendations, the DA and the Sheriff provided a
recommendation that the Board adopt an increase in the State statutory recordation fee
that is collected to fund the Real Estate Fraud Prosecution Trust Fund. This fee was
authorized by the Legislature in 1995 to “fund programs to enhance the capacity of local
police and prosecutors to deter, investigate, and prosecute real estate fraud.” The fee
was authorized at the State maximum of $2 per recorded real estate document by
Board action in January 1996. An amendment to the State statute authorizing the fee
was enacted in 2008 authorizing the fee to be increased to $3 per recorded document.
The DA and the Sheriff will be recommending directly that your Board approve the fee
increase. The revenues collected are distributed: 10 percent to RR/CC for
administration; of the remaining 90 percent, 60 percent is distributed to the DA and
40 percent is allocated by a committee composed of the CEO, DA, and DCA to policing
agencies with fraud investigative units. The Sheriff, with the largest fraud investigative
unit in the County receives a good share of this latter share of funds.

The Board motion also directed the Acting Director of CDC to report back on the status
of the County’s application for the U. S. Housing and Urban Development Neighborhood
Stabilization Program, as well as the status of the County’s application with the State of
California Neighborhood Stabilization Program. The CDC submitted its report on
January 20, 2009. In addition, the CEO and all affected County departments and
agencies, led by the CEO’s Office of Intergovernmental Relations, continue to analyze
the recently adopted Federal economic stimulus package, the American Recovery and
Reinvestment Act (ARRA), to identify the County’s ability to access ARRA funds for the
benefit of County residents and businesses. Attachment A includes a synopsis of
specific funding areas in ARRA that may be of assistance to County homeowners
dealing with foreclosure and/or real estate fraud.

In addition, the Board motion directed the RR/CC to: expedite completion of the
Memorandum of Understanding (MOU) with the Sheriff and DA, and other law
enforcement agencies as appropriate, so investigators may access real estate
transaction records directly to shorten investigation time. As promised in the RR/CC
report to the Board dated January 27, 2009, the MOUs with the DA and Sheriff were
completed in February 2009.
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The motion also directed the RR/CC to work with the DCA to institute a mechanism to
ensure that notification is sent to the homeowner on record of all real estate related
documents recorded at the RR/CC Office including notices of default and notices of
sale. Currently, notices are only provided to homeowners when deeds, grant deeds,
and quitclaim deeds are filed with the County RR/CC. As discussed above and
included in the recommendation actions for your Board’s consideration, amendments to
State law are required in order to implement the Board's direction.

If you have any questions, please contact me or your staff may contact Ellen Sandt, Deputy
Chief Executive Officer, Operations at (213) 974-1186, or via e-mail at
esandt@ceo.lacounty.gov, or Lari Sheehan, Deputy Chief Executive Officer, Community
and Municipal Services at (213) 893-2477, or via e-mail at Isheehan@ceo.lacounty.gov.

WTF:SRH
ES:LS:0s

Attachment

c. Executive Officer, Board of Supervisors
County Counsel
District Attorney
Sheriff
Director of Consumer Affairs
Interim Director of Community Development Commission
Registrar-Recorder/County Clerk
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ATTACHMENT



COMPREHENSIVE COUNTYWIDE APPROACH TO DEALING WITH THE IMPACT
OF FORECLOSURES, REAL ESTATE FRAUD AND PREDATORY LENDING
PRACTICES

This report provides a detailed response to the components of
Supervisor Mark Ridley-Thomas’ motion, which was amended by
Supervisor Antonovich and approved by the Board on January 13, 2009. In preparing
this report, the Chief Executive Office (CEO) convened two meetings to discuss the
Board’s direction, the County’s current programs and processes to assist and protect
County residents and businesses from real estate fraud and foreclosure, and
improvements to those programs and processes. On February 13, 2009, a meeting
was held with County, State, and Federal agencies and departments involved in real
estate fraud and foreclosures; and on February 27, 2009, non-profit organizations which
assist persons subject to real estate fraud and foreclosure met with the CEO and the
Department of Consumer Affairs. The recommended actions in the Board memo reflect
the input received from these stakeholders; and the following report provides greater
detailed information.

A. Board Direction: Create a Real Estate Fraud Task Force

The County currently has a Real Estate Fraud Task Force which focuses on many
of the issues raised in the January 13, 2009 Board motion. Specifically, the
District Attorney (DA) created a Real Estate Fraud Task Force (REFTF) in the mid
1990s as a means to share information about current real estate fraud trends,
facilitate investigative efforts between members of the public and law enforcement,
and provide a forum for public agencies directly linked to victims of real estate
fraud to share information. Because of the well established purpose and credibility
of the DA’'s REFTF, as well as the sustained participation by key agencies, it is
recommended that the REFTF be formally recognized by the Board of Supervisors
as the County’s multi-jurisdictional task force to recommend policy direction and
continue collaboration around the prevention of real estate fraud.

As described in the attached report (Exhibit 1) prepared by the DA’s office, the
REFTF began as an informal creation and has matured into a well recognized and
credible organization. It meets the first Wednesday of every month. The DA,
Sheriff, County Department of Consumer Affairs (DCA), and the Los Angeles
Police Department participate on a regular basis and are the “core agencies” of the
REFTF. Police departments from other Los Angeles County cities also participate
when it serves their needs, as do law enforcement agencies from neighboring
counties.

The composition of the REFTF has stabilized over time, but there is not a
“standing” membership other than the core agencies mentioned above. At the
request of the CEO, the DA’s staff has agreed that they will pursue a formalized
mission statement for the REFTF, as well as the development of annual goals and

Page 1 of 12
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strategies to guide the work of the task force. In doing this, however, care will be
taken not to impinge upon the inclusiveness and effectiveness of the RETFT,
including preserving the ability of the task force to conduct meetings that are
generally open to the public but also holding meetings that are closed to the public
when the discussion is case-specific and requires confidentiality.

The credibility of the REFTF and its value as a resource to DA investigators and
other law enforcement personnel are evident by the fact that other counties have
initiated formation of similar task forces based on the Los Angeles County model.

As a part of the CEO’s research, the US Attorney’s office was asked if they should
be involved in the REFTF. The representative indicated his office is currently
working with the FBI and IRS on “quicker hits” to get perpetrators off the streets
immediately. For these reasons, the U.S. Attorney did not see a need to become a
standing member of the REFTF, but did indicate that the County through the
REFTF was further ahead than most agencies in the State and the nation in
addressing the real estate fraud problem. It was agreed that the Federal group
and the REFTF would contact each other as needed on a case by case basis.

B. Board Direction: Review of the Investigative Functions of the DA, Sheriff and
DCA to Determine Needed Streamlining or Consolidation

This element of the January 13, 2009 Board direction was discussed at a meeting
convened by the CEO on February 17, 2009. The consensus recommendation of
the three agencies is that each one has a separate and distinct role in the real
estate fraud investigation process and consolidation would dilute the County’s
effectiveness in serving County residents. The role of each agency is as follows:

e The Department of Consumer Affairs is the central reporting agency for real
estate fraud and is often the first place that victims or concerned citizens call
regarding real estate fraud complaints. DCA investigators respond to each
complaint. They separate those complaints which can be resolved through
counseling or mediation - in which DCA assists - from those cases which must
be handled by law enforcement.

e The Sheriffs Department also receives complaints from victims of fraud.
Sheriff detectives investigate real estate related fraud cases throughout the
County. They compile necessary documentation, identify victims, complete the
forensic analysis and identify perpetrators.

e The District Attorney’s Bureau of Investigation (BOI) also receives complaints
from victims of fraud. The BOI works with Sheriff to vertically handle cases of
original jurisdiction. BOI also assists smaller municipal police agencies with
their investigations and conducts follow-up for attorneys on filed cases.

Page 2 of 12
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As a result of reviewing the functions and interactions between the three agencies,
the CEO does not recommend consolidating these functions. In Exhibit 1, the DA
also provides a description of the roles of the District Attorney, DCA, and Sheriff
Investigators.

C. Board Direction: Multi-jurisdictional Efforts to Address Real Estate Fraud —
the Real Estate Fraud Prosecution Trust Fund

In 1995, the California Government Code was amended to permit the
establishment of a Real Estate Fraud Prosecution Trust Fund (Fund) by counties
to “fund programs to enhance the capacity of local police and prosecutors to deter,
investigate and prosecute real estate fraud.” Pursuant to the State law, County
Boards of Supervisors were authorized to establish a fee of $2 per recorded “real
estate instrument, paper or notice” to fund the Trust Fund. The Los Angeles
County Board of Supervisors adopted the fee in January 1996.

The CEO organizes and initiates the grant application process to distribute the
annual proceeds of the Fund. The Government Code section authorizing the
establishment of the Fund does not define award criteria, so grant authority has
traditionally been left with the agencies that directly interact with the Real Estate
Fraud program. The DA and DCA are the major decision makers, with the Sheriff
providing input from the law enforcement perspective. The CEO works with the DA
to review and track expenditures, project future grant revenues and provide
general financial information and spending recommendations.

The fees are collected by the RR/CC, who keeps 10 percent of the proceeds for
administration; 90 percent of the fees are distributed between the DA (60 percent)
and law enforcement agencies that have fraud investigative units (40 percent). In
FY 2007-08, $3,305,028 was collected and distributed according to this formula.
Law enforcement agencies that received funding include the Sheriff, Los Angeles
City Police Department and Inglewood Police Department.

In 2008, legislation was enacted authorizing the fee collected for the Fund to be
increased by $1 to $3 per recorded “real estate instrument, paper or notice”. The
DA and the Sheriff will be filing a separate Board letter recommending that the
Board implement this increase. Exhibit 1 also provides further information on the
Fund including: a table showing the distribution of funds by agency since the Trust
Fund inception; a list of workload and staffing indicators tied to law enforcement
funding; and a copy of the District Attorney’s most recent annual report evaluating
the effectiveness of the Real Estate Fraud Program.
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D. Board Direction: Recommendations on the Outreach and Public Education
Efforts - Owner Notification, Assistance and Outreach Program

Since 1997, the County has operated a Homeowner Notification Program pursuant
to legislative authority granted solely to Los Angeles County in 1996. Pursuant to
the program, the RR/CC provides a notification whereby property owners receive a
notice every time a deed, deed of trust or quitclaim deed is recorded. The owner is
advised to verify the document for accuracy and to contact DCA for assistance.
DCA also conducts educational presentations at senior centers and participates as
speakers for groups and events.

A description of the current DCA Real Estate Fraud and Information Program is
attached (Exhibit 2). Currently there is no permanent funding source for the DCA
program. The program as currently structured does not cover notices of default or
sale. Exhibit 3 includes tables showing the number of Notices of Fraud Notification
mailings for deeds, deeds of trust and quitclaim deeds; and the number of Notices
of Default recorded in LA County from 2002 through 2008, respectively. Exhibit 4,
which was prepared by County Counsel, lays out the steps required in a
foreclosure based on current legislation.

If the recommended legislative proposal is enacted and your Board agrees to
increasing the real estate transaction notification fee, funds would be available to
financially stabilize and potentially enhance the DCA public assistance and
outreach program. For FY 2009-10, the CEO is recommending County General
Fund be used to fund the program only at its current level, which does not include
default and foreclosures. With the legislative amendment and affirmative Board
action to increase the recordation fee, DCA would be able to augment the
assistance and outreach program to include homeowners in default as well as
those affected by other real property transactions

As further enhancement of the DCA assistance and outreach program, DCA would
also partner with CBOs to distribute educational materials. The immediate two
following sections, E and F, provide further information on how these linkages
would be implemented.

E. Board Direction: Identification of Issues Pertinent to the County and lIts
Residents and Their Fiscal and Social Impact

Forecasting the needs of homeowners, renters, residents, communities, social
services providers and businesses will be key to successfully addressing the
problems caused by real estate fraud, predatory lending and foreclosures. The
CEO and DCA met with a number of community based organizations and
non-profit groups to identify the issues they see developing:

¢ Need for a major education and outreach effort as critical to helping residents
avoid bad situations;
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e Need for outreach to be done in multiple languages — Spanish, Mandarin,
Korean and Vietnamese identified initially, with study to be done on other
language needs. The recommended action, if fundable, is to translate at
minimum into the six non-English languages required by Federal Elections Law:
Spanish, Chinese, Japanese, Viethamese, Tagalog and Korean;

e Use 211 Los Angeles County as the key contact phone number for residents to
receive information and referrals to the County and non-profit agencies for
assistance with housing related issues;

e Need for centralized information and training for 211 LA County staff to better
enable them to direct callers to the right organization for assistance;

¢ Need for an updated list of referral agencies and their specialty areas so that
211 LA County can direct clients to the right place (HUD counseling service
agencies and others);

e Need for development of easy to understand public information describing the
foreclosure process and timeline which could be shared with their clients;

e Need for development of programs to assist senior citizens who are losing
income-producing properties which are critical to funding their retirement;

¢ Need for counseling agencies and other CBOs and non-profits to attend Work
Source job fairs and other similar events to provide information to attendees;

¢ Need to develop “tools” to help people help themselves when facing foreclosure
or the challenges of dealing with banks to get a loan modification;

e Need for all agencies and individuals to notify the LA County Department of
Consumer Affairs and State Department of Real Estate whenever they see or
hear about a “scam” operation;

e Need to continue to push at all levels to have financial institutions make
effective loan modifications which will help people stay in their homes and
make house payments and property tax payments, which will in turn benefit the
residents and agencies far more than foreclosing on a property; and

e Need for legislation to help renters by requiring that tenants be given the same
default notification as homeowners. This issue is addressed in the proposed
legislative measure.
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F. Additional Homeowner Assistance and Outreach Strategies

DCA has had a program focused on education and outreach related to real estate
fraud and foreclosures called the “Real Estate Fraud and Information Program”
that serves approximately 150,000 consumers per year. DCA services currently
include complaint intake and triaging; complaint investigation, mediation, and
referral; and consumer counseling, education and outreach. DCA provides specific
information to help consumers through: its website, distribution of brochures;
speaking engagements in the community, and media outreach.

The County financed and Community Development Commission administered
Los Angeles County Housing Resource Center (LAC-HRC) provides affordable
housing listings, information and links for families and individuals facing
foreclosure. LAC-HRC has a web site (http://housing.lacounty.gov/) that is
operated by a national non-profit, Socialserve.com, which provides regularly
updated listings of affordable rental housing available in Los Angeles County. Any
person seeking affordable housing in LA County may, at no cost, search for
available rental units on the internet, or phone a toll-free Call Center during
business hours, where they can receive bi-lingual (English/Spanish) assistance
from a trained housing specialist. The website provides for a quick search by
location, rent range and unit size which will bring up a detailed list of matching
properties. Each property listing contains location, contact information and an
extensive list of answers to a wide range of questions ranging from school district,
security deposit, pet policy, accessibility and proximity to transportation. Property
providers may also post photographs. Socialserve.com’s database is a “managed
list", which means that leased properties are quickly deleted, and property listings
are maintained with a high degree of accuracy. Currently there are over 2,000
available L.A. County rental units in the database, with plans to expand outreach
for more landlords and listings.

In late March 2009, the LAC-HRC website will launch additional features to assist
homeowners facing foreclosure, persons being evicted due to foreclosure, and
first-time homebuyers wishing to purchase foreclosed homes. Additional planning
is in process to coordinate the website functions with the County’s Seamless
Senior Service Initiative recommendations in regards to senior housing. The
website is managed by the Community Development Commission. The new
foreclosure-related information will be coordinated with 211-LA County, LA County
HELPS, Department of Consumer Affairs, CEO, CIO, and the Special Needs
Housing Alliance.
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In response to the Board’s direction, DCA has prepared a one-page fact flier that
can be handed out that includes the foreclosure timeline and a simple explanation
of what foreclosure is and how the process works. DCA also committed to working
closely with the 211 LA County to provide the appropriate reference materials,
scripts and training to enable the 211 Community Resource Advisors to route
callers quickly and effectively when dealing with real estate fraud and
foreclosure-related calls.

Other homeowner assistance and outreach strategies identified by the group of
non-profit organizations that will be pursued include:

¢ Utilization of local ethnic media (televisions and radio);
e Work with the County Channel to develop Public Service Announcements;

e Recommend that DCA develop specific success stories representative of
different ethnic populations;

e Utilization of public utilities to include informational notices with billing
statements that are mailed to all customers;

e Ultilization of e-mail “blasts” to distribute information;

e Utilization of “Google Form” — users can create forms on Google to send to
recipients; when recipients respond, Google consolidates responses in one
database. This has been a very effective information gathering tool for at least
one of the CBOs; and

e Utilization of cable television companies’ free community bulletin boards.

The group also discussed places most effective for conducting outreach:

e Schools, including evening/adult schools — Schools were cited as an
organization that has high credibility in the community when it comes to sharing

this type of information;

e Churches, including ethnic churches — Churches were also cited as institutions
with strong credibility in the community;

¢ Major employers;
o State Employment Development Department;

¢ Worksource Centers;
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e Senior Centers — The special need to reach out to seniors who are
experiencing problems with primary or secondary properties was underscored.
DCA already makes presentations at senior centers on real estate
fraud/foreclosure issues and can incorporate comments into their presentation
to also warn seniors about the risk exposure related to income-producing
properties which are part of the seniors’ retirement plans;

o Markets/grocery stores; and
o Community fairs.

The CEO will continue to coordinate education and outreach meetings with DCA
and the CBOs. The CEO has also begun and will continue to meet with DCA and
each Board Office to discuss education and outreach strategies for each district, as
well as related issues such as nuisance abatement, code enforcement and
economic development issues. The CEO will report back to Board with specific
recommendations on outreach and education programs, such as financial literacy
courses, as well as potential funding sources.

G. Legislative Changes

Current legislation allows the RR/CC to charge a fee of up to $7 at the time deeds,
deeds of trust and quitclaim deeds are recorded to mail the notification and a copy
of the recorded document to homeowners. The Board approved fee is currently at
$4. The following legislative changes are recommended to augment the current
notification program and provide funding for a sustainable public assistance and
outreach program:

e Expand homeowner notification to include the mailing of Notices of Default and
Sale;

o Allow for a portion of the fee to be used by Consumer Affairs to provide
homeowner assistance and outreach; and

¢ Require notification to renters of properties going into foreclosure.

County Counsel in consultation with DCA, RR/CC and CEO has drafted legislative
language that addresses these areas (Exhibit 5).
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H. Federal American Recovery and Reinvestment Act (ARRA) Funding

CEO Intergovernmental Relations worked with departments to review the recently
approved ARRA. This review indicates that there are several areas where the
County may receive resources or may be able to direct residents to resources that
will provide housing assistance, assistance against foreclosures and related
assistance. The following is excerpted from our report on the Economic Stimulus
Package:

Formula Grant Funding:

¢ Community Development Block Grant (CDBG): The bill includes $1 billion in
Community Development Block Grant funds through regular formula allocations
to grantees that received funding in FFY 2008. The County’'s CDBG allocation
is $7.97 million. In selecting projects to be funded, grantees must give priority
to project applicants that can award contracts based on the bids in a timely
manner. The Secretary of HUD has authority to waive any statutory or
regulatory provisions except for requirements related to fair housing,
nondiscrimination, labor standards and the environment to expedite the use of
funds.

e Homelessness Prevention Fund (also known as Emergency Shelter
Grant): The bill includes $1.5 billion in homeless prevention funds and for
helping people who are already homeless. The County’'s allocation is
$12.197 million and is based on the same formula HUD uses to allocate CDBG
funds (rather than the traditional Emergency Shelter Grant formula). The use of
these funds is expanded to include short-term rental assistance, housing
relocation, and stabilization services for families, as well as credit repair,
security or utility deposits, utility payments, case management, and the rapid
re-housing of persons who have become homeless. At least 60 percent of the
funds must be spent within two (2) years and all funding must be spent in
three (3) years. The program has 5 percent administrative cap which translates
to approximately $.6 million for the County. Given that this grant will have new
program requirements, the CDC would need to ensure that a minimum of
$200,000 is set aside for internal administrative expenses. In the current and
past years, the traditional Emergency Shelter Grant has been passed though in
its entirety to the Los Angeles Homeless Services Authority (LAHSA).
However, the emphasis of this new funding is significant in that funds are to be
used to keep families in their homes and to assist those that have recently
become homeless due to the economic downturn.

¢ Public Housing Capital Fund: The bill provides $4 billion in Public Housing
Capital Funds, of which $3 billion is allocated to public housing agencies
(PHAs) using the existing FFY 2008 formula. Of this amount, $7.4 million has
been made available by formula grant to the Housing Authority for the County
(HACoLA). The remaining $1 billion will be available on a competitive basis
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(guidelines yet to be determined by HUD) to leverage private capital and for
energy conservation retrofit investments. PHAs are to give priority to capital
projects that can award contracts within 120 days of enactment, with
precedence given to vacant rental units. HACoLA would likely apply for funding
in accordance with the following activities:

o Leveraging private sector funding and/or financing for housing renovations
and energy conservation;

o Rehabilitating of units to improve energy efficiency, reduce energy costs, or
preserve/improve units with good access to public transportation or
employment centers;

o Expediting rehabilitation projects to bring vacant units into use or by filing an
investment gap for redevelopment/replacement housing projects stalled due
to an inability to obtain anticipated private capital; and

o Addressing the needs of seniors and persons with disabilities through
improvements to housing and related facilities which attract coordinated
delivery of supportive services.

e Community Services Block Grant: The bill provides $1 billion for the
Community Services Block Grant (CSBG). The Department of Public Social
Services estimates that it will receive $9.8 million. In addition, CSS estimates
that the County will receive $594,000 for the Native American Program.

e HOME: Approximately $2.25 billion in additional HOME funds have been
approved. HOME provides formula grants to states and localities that
communities use to fund a wide range of activities that build, buy, and
rehabilitate affordable housing for rent. In FY 2008, of the $1.628 billion that
was made available for HOME programs nationally, $12.46 million was
allocated to the CDC by formula. The new $2.25 billion is an additional amount
for capital investments in Low-Income Housing Tax Credit (LIHTC) projects.
These HOME funds will be allocated to state tax credit allocating agencies
based on the percentage of HOME funds each state (including its participating
jurisdictions) received for FY 2008. State agencies will then distribute the funds
competitively to project owners who receive LIHTCs. Allocating agencies must
award funds competitively giving priority to projects expected to be completed
within three (3) years of bill enactment. As funds in this bill are being allocated
to the state, and are dependant on several factors relating to housing projects,
the specific funding amount provided to the State is not known at this time.
Such funds, however, will be of benefit as they are derived from tax credits
provided to individual projects implemented by the CDC.
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Federal Competitive Grants

o Assisted Housing Energy Retrofit Investments: The bill provides
$2.25 billion for assisted housing stability and energy and green retrofit
investments. This total includes $2 billion for Section 8 project-based rental
assistance payments to owners for 12-month periods and $250 million for
grants or loans to upgrade HUD sponsored low-income housing to improve
energy efficiency. HUD may provide incentives to owners to undertake energy
retrofits and green investments as part of these programs, including, but not
limited to, fees for investment oversight and implementation, or to encourage
job creation for low- or very-low-income individuals.

¢ Neighborhood Stabilization Program (NSP): NSP is the HUD program
created last year under the Housing and Economic Recovery Act of 2008
(HERA) to support state and local efforts to stabilize neighborhoods with high
numbers of abandoned and foreclosed-upon homes. From HERA, the County
will be receiving $16.8 million to provide loans to eligible participants to
purchase foreclosed or abandoned homes in targeted areas in order to stabilize
neighborhoods and stem the decline of house values of neighboring homes.
An additional $2 billion has been made available for this program. The method
of allocation, however, will be by competition (as opposed to a formula, as was
the case when $3.9 billion in NSP funding was awarded to States and certain
local governments on October 6, 2008). In this, the County will compete with
other jurisdictions as well as non-profit organizations based on the areas with
the greatest number/percentage of foreclosures. HUD has yet to release the
applicable competitive grant guidelines. In awarding funds, HUD is to ensure
that grantees are in areas with the greatest number and percentage of
foreclosures and can expend funds in a timely manner. Additional award
criteria include demonstrated grantee capacity to execute projects, leveraging
potential, and concentration of investment to achieve neighborhood
stabilization. The bill stipulates that a grantee may not use more than
10 percent of the funds for establishing and operating land banks or
demolishing blighted structures unless HUD determines that these activities
represent an appropriate response to local market conditions. In addition, HUD
may use up to 10 percent for capacity building of and support for local
communities.

e Economic Development Assistance Programs: The bill provides
$150 million for the Economic Development Assistance programs administered
by the Economic Development Administration (EDA) to leverage private
investment, stimulate employment, and increase incomes in economically
distressed communities. Of this total, $50 million is available for economic
adjustment assistance to help communities recover from sudden and severe
economic dislocation and massive job loss due to corporate restructuring. Up
to $50 million may be transferred to federally authorized regional economic
development commissions.
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Potential Funding Through State Formula Grants

o Weatherization Assistance Program: The bill includes $5 billion for the
Weatherization Assistance Program, which is an amount that far exceeds its
FFY 2008 funding level of $227 million. This program funds services to
improve the energy efficiency of homes of low-income families. Under its
allocation formula, California would receive roughly $192 million, which also far
exceeds the $6.3 million that the State received in FFY 2008. The State
Department of Community Services and Development administers the program.
Weatherization assistance service providers include community-based
organizations (CBOs) and local government agencies. All of the funded service
providers in the County currently are CBOs.

e Tax Credit Assistance Program: The bill provides $2.25 billion in Tax Credit
Assistance Program grants to be distributed to state housing credit agencies for
capital investments in Low-Income Housing Tax Credits projects. These funds
would be allocated to states based on the percentage share of HOME funds
each state received for FFY 2008. California’s allocation is $325 million.
Allocating agencies must award funds competitively, giving priority to projects
that are expected to be completed in a timely manner.

The CEO will work with CDC, HACoLA and other agencies to ensure that the
County has projects which can be implemented in a timely manner, whether for
formula based programs or competitive programs.
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EXHIBIT 1




LOS ANGELES COUNTY DISTRICT ATTORNEY'’S OFFICE
BUREAU OF FRAUD AND CORRUPTION PROSECUTIONS

STEVE COOLEY e District Attorney JANICE L. MAURIZI e Director
JOHN K. SPILLANE e Chief Deputy District Attorney
CURTIS A. HAZELLs Assistant District Attorney

March 5, 2009

To: Lari Sheehan, Deputy Chief Executive Officer
Community and Municipal Services
Chief Executive Office

Ellen F. Sandt, Deputy Chief Executive Officer
Operations
Chief Executive Office

From: Janice L. Maurizi, Director
Bureau of Fraud and Corruption Prosecution
Los Angeles County District Attorney

Subject: DISTRICT ATTORNEY REPORT TO CHIEF EXECUTIVE OFFICE RE
PREDATORY LENDING/REAL ESTATE FRAUD (PL/REF) RESPONSE TO
JANUARY 13, 2009 BOARD MOTION

On January 13, 2009, after discussion and recommendation submitted by Supervisor
Ridley-Thomas, the Board directed the Chief Executive Officer (CEQ) to report back
within 30 days on County multi-jurisdictional, public and private efforts to address the
foreclosure and real estate fraud crisis and to explore the feasibility of creating a
comprehensive Countywide approach to addressing the impact of real estate fraud.

As a result of this Board action, the CEO convened a stakeholder meeting on
February 17, 2009 to discuss the Board proposal and to make recommendations
regarding the CEO’s response to the Board. As a result of this meeting, the District
Attorney’s Office was directed to work with the Department of Consumer Affairs
(DCA) to provide additional information regarding the existing Real Estate Fraud Task
Force and to work with the Sheriff to provide rationale for increasing the Real Estate
Prosecution Trust Fund recording fee from $2.00 to $3.00 per specified document.

As detailed below, the Office of the District Attorney recommends that:

1. The Board of Supervisors recognize the existing District Attorney Real Estate
Fraud Task Force as the appropriate entity to address real estate fraud issues

18000 Clara Shortridge Foltz Criminal Justice Center
210 West Temple Street

Los Angeles, CA 90012

{213) 974-3883



in Los Angeles County. The Task Force currently provides a comprehensive
multi-jurisdictional approach to dealing with the foreclosure and real estate
fraud crisis. '

2. The current investigative functions performed by the Sheriff, District Attorney,
and Department of Consumer Affairs are separate and distinct and should not
be considered for consolidation. Without such collaborative efforts, many
more victims will fall prey to unscrupulous predators.

3. The Board of Supervisors should immediately approve a $1.00 per document
increase in fees collected by the Registrar-Recorders/County Clerk’s office in
order to continue to fund the Real Estate Fraud ProsecutionTask Force. Such
fees should be increased from $2.00 per document to $3.00 per document as
authorized by Government Code § 27388.

4. The Board of Supervisors should endorse efforts by the Department of
Consumer Affairs to expand the scope of documents subject to consumer
notification, to allow for follow-up with notified consumers, and to increase the
fee charged up to the statutory maximum pursuant to Government. Code §§
27297.6 and 27387.1.

District Attorney Real Estate Fraud Task Force (REFTF)

The REFTF is a multi-jurisdictional task force which was informally created by the
Office of the District Attorney in the mid 1990s as a forum to share information
about current real estate fraud trends, facilitate investigative efforts between
members of the public and law enforcement, and provide a forum for organizations
directly linked to victims of real estate fraud. At the time of its inception, a real
estate fraud case was defined as a case involving home-equity fraud, escrow fraud,
lender fraud, equity-skimming, and securities fraud involving real estate. Early task
force members also participated in training and continuing education seminars.

REFTF was instrumental in drafting G. C. 827388 which established the statewide
Real Estate Fraud Prosecution Trust Fund with the allocation of a one dollar per
recorded document fee designated for fraud investigation and prosecution. [Note:
This document fee was increased per legislation to $2.00 per document and is the
subject of further recommendations described below].

REFTF meetings were held monthly. Early task force participants included attorneys
and investigators from the District Attorney Real Estate Fraud Division and
representatives from the Los Angeles County Department of Consumer Affairs,
California Department of Real Estate, California Department of Corporations, Los
Angeles County Sheriff's Department, Federal Bureau of Investigation, Internal
Revenue Service, local police agencies, and Bet Tzedek.



At a 1998 Task Force meeting, the mission statement of the District Attorney Real
Estate Fraud Unit was disseminated and informally adopted as the task force mission.
Although the unit handles complex cases involving high dollar losses or other
sophisticated real estate scams, the policy recognized that emphasis must also be
placed on “. . . the prosecution of cases involving low income and unsophisticated
victims, especially those at risk of losing their homes due to illegal foreclosure and
other unscrupulous conduct [and ] . . . to protect the elderly and poor residents in
our county who are most vulnerable to fraudulent schemes involving the subtle
complexities of property law.”

In the early 1990’s, a long standing real estate scam was uncovered when it was
discovered that a Beverly Hills businessman, Marshall Redman, had been advertising
for sale 2,500 illegally subdivided parcels of land in the Antelope Valley and Kern
County to mostly Spanish speaking immigrants. The buyers were unaware that the -
parcels were illegally subdivided and they couid not build homes on the property
without the consent of all other parcel owners. Redman also made false promises to
buyers regarding utilities and other improvements as an inducement to purchase the
land. In 1995, after the creation of the REFTF and roughly concurrent with the
drafting of the Real Estate Fraud Prosecution Trust Fund, a civil suit was brought by
the Los Angeles City Attorney and Kern County District Attorney. As a result of the
lawsuit, Redman agreed to pay $580,000 in civil fines and costs. His $30 million
assets were placed in receivership. More than 100 building and subdivision violations
were uncovered and in 1996, the Los Angeles County District Attorney’s office
charged Redman with 29 counts of grand theft, filing false or fraudulent documents,
and numerous Business & Professions Code violations. Redman ultimately pled guilty
to five felony counts of grand theft and two counts of filing false documents.

In the wake of tremendous publicity and outrage surrounding what came to be known
as the “Redman case”, Supervisor Michael Antonovich moved the Board to instruct
the Chief Administrative Officer to convene a task force of County departments,
other agencies, industry groups, and other interested individuals to develop
recommendations on how to prevent the recurrence of the type of real estate fraud
involved with the Redman transactions. The newly created Land Sales Task Force
was directed to 1) examine development of an “early warning system” to provide
early detection of emerging fraud involving unimproved real property, and 2)
determine the feasibility of enacting greater regulation of land sales contracts.

The report and recommendations of the Land Sales Task Force were adopted by the
Board of Supervisors in December, 1995. The recommendations included:

1. Create an “Early Warning System” with Department of Consumer
Affairs designated as the central reporting agency for real estate
fraud.



2. Asséssor, DRP, and DPW to designate representatives to attend the
monthly meetings of the District Attorney Real Estate Fraud Task
Force.

3. Develop Legislative Remedies for unimproved land sales.

(Note: In part, as a result of these recommendations, the Department of
Consumer Affairs was successful in seeking the amendment of G.C. §
27297.6 and the passage of G.C. § 27387.1. Read together, this
legislation, which is unique to Los Angeles County, requires written
notice to consumers of specified real estate transactions and allows a
fee of up to $7.00 per document to be collected to cover the cost of
mailing such notices. Recommendations to amend this legislation to
expand the scope of documents subject to notification, allow fees to be
utilized for follow-up, and increase the current fee of $4.00 per
document up to the statutory maximum of $7.00 per document is the
subject of a separate report from the DCA and should be part of the
CEOQO’s recommendation to the Board.)

Although the Land Sales Task Force was a temporary, ad hoc committee designed to
address issues raised in the Redman case and to prevent further such abuses, REFTF
was recognized for its innovative work in this field and recommendations of the Land
Sales Task Force were adopted into its mission.

Since its inception in the mid 1990’s, REFTF has continued to evolve in an effort to
remain responsive to emerging frauds and scams. As the economy continues to
falter, new and innovative real estate scams are becoming commonplace.

Predatory lending practices, which may not in and of themselves be illegal, are
causing citizens to lose their propeérty or otherwise become targets for loan
modification or “rescue” scams, fractionalized deeds, and property tax reduction
scams. Because of the participation of such a wide variety of federal, state and local
law enforcement, prosecutorial and governmental agencies, REFTF is uniquely
qualified to uncover the newest scams and indirectly respond to the needs of the
public by preventing and prosecuting such crime, whatever form it takes. The Task
Force also provides a forum for investigators new to real estate fraud to have the
opportunity to discuss specific investigations and gain insights and occasionally, legal
advice from more experienced members. DCA regularly updates attendees on the
number of foreclosures filed, complaints lodged with its investigators, trends in the
real estate market, and direct contact with members of the public.

Individual task force members continue to be ad hoc however all law enforcement
agencies that receive grant funding from the Los Angeles County Real Estate Fraud



Prosecution Trust Fund (“Trust Fund”) regularly send participants. These agencies
include the District Attorney Bureau of Investigation, Real Estate Fraud Unit, the
Sheriff Department Commercial Crimes Bureau/Real Estate Fraud Unit, Los Angeles
Police Department Financial Crimes/Real Estate Fraud Units, and the Inglewood Police
Department Real Estate Fraud Unit. All police agencies are welcome and smaller
departments throughout Los Angeles County routinely send representatives. Regular
members also include the California Department of Real Estate, California Department
of Corporations, DCA, Registrar-Recorder/County Clerk, Los Angeles County Regional
Planning Department, Federal Bureau of Investigation, and the U.S. Department of
Housing and Urban Development. Prosecutors from neighboring counties such as
Orange, San Diego, Bakersfield, San Bernardino, and Riverside often attend. Recently
a contingent of police and prosecutors from Minnesota sent representatives to attend
the meeting in the hope of replicating its success.

REFTF continues to be proactive as well as reactive. In 2008, task force members
toured the Registrar-Recorder/County Clerk’s office to witness the recordation
process and study newly implemented procedures to help reduce fraudulent
recordings. As a result of this visit, the District Attorney requested online access to
Registrar-Recorder/County Clerks Vital Records Index for the sole purpose of
conducting official District Attorney business. Such efforts were already underway
prior to the January 13, 2009 Board Action which is the subject of this report.
Since that time, “Memorandum of Understanding between the Department of the
Registrar Recorder/County Clerk and District Attorney For Online Access to Vital
Record Index” has been signed. Applications for District Attorney personnel are
currently being processed and we anticipate on line access to be available within the
next few weeks. (A copy of the Memorandum of Understanding is attached hereto
as Exhibit A.)

Additionally, members continue to monitor legislative proposals and draft new
legistation. Most recently the District Attorney sponsored Legislation to increase
regulation on notaries to ensure integrity and accountability in this arena. Specifically
AB 886 was passed in 2008 amending Civil Code §1189, G.C. §§88206 and 9202
and Civil Code §1185. As a result of these legislative actions, notaries are now
required to acknowledge signatures under penalty of perjury, surrender their journal
upon request by law enforcement, and may no longer identify the person signing
based on the notary’s personal knowledge of their identify in lieu of requiring
specified written identification. '

REFTF is currently chaired by Deputy District Attorney Hilda Weintraub, and meets on
the first Wednesday of every month at 10:30 a.m. in the District Attorney’s Office
located at 201 North Figueroa Street, Los Angeles. (A copy of the sign-in sheet or
regular attendees is attached as Exhibit B.)



Additional Goals and Objectives Given January 13, 2009 Board Motion

Agenda Item 44E(e) of the BOS January 13, 2009 Regular Agenda further
recommends the review of the function of Sheriff's Department detectives, District
Attorney Investigators, and Investigators with the Department of Consumer Affairs to
identify recommendations for streamlining or consolidating functions.

With real estate related frauds mushrooming, every investigative avenue is essential.
The Los Angeles County District Attorney’s Bureau of Investigation (BOI) and the Los
Angeles County Sheriff’s Department (LASD) vertically handle cases of original
Jurisdiction. Each agency receives complaints directly from victims of fraud.
Additionally, BOI assists smaller, local police agencies with their investigations and
conducts follow-up for attorneys on filed cases. LASD investigates real estate related
fraud cases throughout Los Angeles County. Real estate fraud scams are enormously
complex and even trained, experienced investigators often take a year or more to

- compile necessary documents, identify victims, complete the forensic analysis, and
identify perpetrators.

DCA is often the first resort of concerned citizens or potential victims. DCA
Investigators respond to each citizen complaint. They separate those complaints
which can be resolved through counseling or mediation, from those cases which must
be handled by law enforcement.

Each of these agencies is experiencing unprecedented staffing shortages as scams
continue to escalate. Each of these agencies has requested additional funding either
through the Trust Fund or Government Code sections discussed infra. Any attempt
to “streamline” or “consolidate” would further exacerbate, impede or delay
investigative efforts and might prevent prosecution altogether if statutes of limitations
expire before prosecutions can be commenced.

Real Estate Fraud Prosecution Trust Fund

In 1995, G.C. §8 27388 established the Trust Fund to “fund programs to enhance the
capacity of local police and prosecutors to deter, investigate, and prosecute real
estate fraud crimes.” In order to fund this trust, county boards of supervisors were
authorized to establish a fee of $2.00 per recorded “real estate instrument, paper or
notice”. After deduction of administrative costs, 60% of funds collected were to be
distributed to district attorney offices and 40% to local law enforcement agencies.

In January 1996, the Los Angeles County Board of Supervisors adopted a resolution
to implement the program by authorizing the collection of $2.00 per specified
recorded real estate document.



In 2008, the Legislature amended G.C. § 27388 to authorize county boards of
supervisors to increase the fee from $2.00 per specified recorded document to
$3.00 per specified recorded document.

It is recommended that the Board of Supervisors immediately adopt a resolution to
increase this fee to the maximum allowable $3.00 per document in order fund the
increased demand for investigation and prosecution necessitated by the explosion
of real estate fraud crimes. As the economy continues to falter, unemployment
continues to increase, and real estate values continue to decline, more and more
citizens of Los Angeles County are having difficulty staying current on their
mortgages and are vulnerable to unscrupulous predators who promise relief from
foreclosures, squat on vacant property, fractionalize deeds, and lease property for
which they have no ownership interest. Whether through real estate tax
reapportionment scams, loan modifications, or forged deeds, it is often the elderly
or low income property owners who are most vulnerable.

In the 2007-2008 fiscal year, the Trust Fund received $3,305,028. The Registrar-
Recorder/County Clerk charged the Trust Fund $330,502 for administrative costs
leaving a balance of $2,974,525 for prosecution and investigation. The District .
Attorney's Office received 60% of those funds or $1,784,715.67, but spent a total of
$3,330,749.67 for salaries and benefits, indirect costs, equipment, mileage, travel
and training and other operating expenses.

Although the Los Angeles County District Attorney’s office has been ableto
maintain staffing levels despite the shortfall, by supplementing the Division, the Los
Angeles County Sheriff's Department has not been so fortunate. LASD has
projected a budget deficit despite significant staffing cuts. Because of the budget
shortfall, LASD expects to be forced to further reduce staffing to one or two real
state investigators for next fiscal year, thus reducing its ability to investigate the very
foreclosure and predatory loan schemes noted in Supervisor Ridley-Thomas
motion.

It should be noted also that budget shortfalls will continue to curtail effective
investigation even with the $1.00 per document increase because real estate
transactions themselves are down. Because of the downturn in the economy and a
12-year-old ceiling on the fees collected, expenditures have greatly exceeded
revenues at a time when fraud complaints are increasing exponentially.

A copy of the Los Angeles County District Attorney's Office income/expenditure
spreadsheet and Los Angeles Sheriff's Department law enforcement trust
spreadsheet are attached for review as Exhibits C and D.



As required by G.C. §27388(d), the District Attorney’s office submitted its “District
Attorney’s Annual Report For Review Of The Effectiveness of the Real Estate Fraud
Program Pursuant To Govt. Code Section 27388” to the Board of Supervisors on
February 5, 2009. A copy of that report is attached as Exhibit E for your review and
consideration. Additionally, the proposed increase was presented to the Los Angeles
County Public Safety Cluster Agenda Review on several occasions, most recently on
February 25, 2009 and has been placed on the March 24, 2009 Board agenda.
(Exhibit F).

Government Code Section 27297.6

G.C. 827297.6 authorizes the Los Angeles County Board of Supervisors to direct the
Los Angeles County Registrar-Recorder/County Clerk to notify parties when specified
deeds were recorded against their property. The Board was further authorized
pursuant to G.C. 8 27387.1 to collect a fee from the party filing the specified deed of
up to $7.00 per document. To date, the Board has authorized the collection of only
$4.00 per recorded document.

DCA has recommended that the Board of Supervisors support an amendment to G.C.
§ 27297.6 to add “Notice of Default” to the list of documents subject to the
recording fee and to allow DCA to utilize such fees not only to notify consumers of
specified deeds recorded against their property, but also to provide follow-up
assistance to consumers who receive such notices.

DCA has been an invaluable partner in REFTF since its inception. DCA investigators
routinely screen citizen complaints and conduct follow-up investigations. DCA also
offers counseling services and in some cases “office hearings” to counsel those who
commit such fraud. DCA frequently brings new fraud schemes and specific targets
to the attention of the task force. The proposed amendments and an increase in the
fees allowed by G.C. §27387.1 would allow DCA to expand their capacity to
conduct intake investigations and where appropriate counseling or mediation services,
which in turn allow law enforcement to concentrate on more complex frauds, execute
search warrants, arrest violators and prosecute the cases.

The Los Angeles County District Attorney’s Office supports this amendment and
recommends that the Board endorse such legislation.

Conclusion

The existing District Attorney Real Estate Fraud Task Force is the appropriate entity
to address real estate fraud issues in Los Angeles County. Investigative staff from
the District Attorney, Los Angeles County Sheriff, and Department of Consumer
Affairs, perform separate and distinct functions which are essential to the success of
Task Force efforts. The Los Angeles County Board of Supervisors can and should



supplement these efforts by increasing the recording fee collected pursuant to
Government Code § 27388 to $3.00 per document and by supporting legislation to
expand the scope of Government Code 8§ 27297.6 and 27387.1.
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MEMORANDUNM OF UNDERSTANDING
BY AND BETWEEN THE LOS ANGELES COUNTY
DEPARTMENT OF THE REGISTRAR-RECORDER/COUNTY CLERK
AND DISTRICT ATTORNEY FOR
ONLINE ACCESS TO VITAL RECORDS INDEX

This Memorandum of Understanding (“Agreement”) is made and entered into effect as

of

2009 by and between the Department of the Registrar-Recorder/County

Clerk ("RR/CC”), and the District Attorney (“DA”). RR/CC and DA are hereinafter
referred to collectively as the “Parties” and each individual as a “Party”.

PURPOSE

The purpose of this Agreement is to provide DA with online access to view RR/CC'’s
Vital Records Index (*VR Index”) for the sole purpose of conducting official DA
business.

(Department to provide a brief paragraph of the tasks or services that require
Department to view/gain information from VR Index.)

SCOPE

Pursuant to this Agreement RR/CC will provide DA with online access to RR/CC'’s
Your Online Document Access (“YODA”) System to view the VR Index which will
allow DA to view indexes of birth, death, and marriage records for the sole purpose
of conducting official departmental business. DA shall not provide the VR
information available on YODA to anyone within DA for any purpose other than
official business. DA shall not provide VR Index information available on YODA to
any person, including but not limited to, any agency, business, or department,
including any other County department, without the express written consent of
RR/CC.

NOW, THEREFORE, IT IS AGREED AS FOLLOWS:

. RRICC RESPONSIBILITIES

1. Upon the written request of the DA, RR/CC shall evaluate the request for access
and determine if such request is deemed valid. If the request is deemed valid,
system access will be granted. Once the Agreement has been executed, RR/CC
shall then provide connection information and user accounts to allow the DA
employees’ access to RR/CC’'s YODA System to view VR Index for the sole
purpose of conducting official departmental business.

2. RR/CC shall provide DA with online access to YODA at no cost. However, in the
event that any unforeseen additional cost or fees are incurred by RR/CC in



connection with DA’s online access to the VR Index, including but not limited to,
any licensing fees or costs which may be imposed by software manufacturers,
RR/CC shall notify DA in advance of imposing said fees/costs and a negotiated
Amendment shall be executed between both Parties in accordance with Section
V (General Terms), Paragraph 5 of this Agreement.

IV. DA RESPONSIBILITIES

1.

DA shall cause each DA employee assigned access to YODA to complete and
sign a User Registration for Access to the Registrar-Recorder/County Clerk Data
Center form. A sample copy of the user registration form is attached hereto for
informational purposes as Attachment 1. Upon execution of this Agreement the
RR/CC Public Records Division Manager shall provide DA with the user
registration form to be completed and signed for each DA employee assigned
access to YODA and herein incorporated as part of this Agreement. The user
registration form shall also be used by DA for any changes or deletions to DA
employee access. DA shall submit a user registration form to RR/CC prior to any
employee access changes or deletions no later than five (5) business days after
occurrence. User registration forms, once signed by the authorizing DA manager,
shall be addressed to RR/CC’s contact as set forth in Section V, (General Terms)
of this Agreement.

. DA shall maintain the confidentiality of all information obtained from the VR Index

in accordance with all applicable Federal, State and local laws, rules and
regulations, ordinances, directives, guidelines, policies and procedures.

DA shall restrict its use of the VR Index to official DA business.

DA shall establish mutually satisfactory and appropriate procedures, approved by
the RR/CC, to ensure that all information is safeguarded from improper
disclosure in accordance with all applicable Federal, State, and local laws, rules
and regulations, ordinances, directives, guidelines, policies and procedures, and
shall inform all of its officers, employees, and agents having access to the VR
Index of the confidentiality provisions of this Agreement.

. RR/CC retains the right to audit DA compliance with the terms and conditions of

this Agreement. In the event that an audit is conducted by RR/CC or any state or
federal auditor in connection to this Agreement, DA shall be solely liable for its
prospective audit findings and sanctions, if any.

DA shall not copy or modify any computer software associated with the services
provided under this Agreement.

DA shall complete Att<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>